The purpose of this paper is to study the impact of bond market access and credit quality on leverage. Therefore, firms were classified by bond market accessibility (with and without access) and the quality of credit ratings they possessed (HQ or M-LQ). A sample size of 63 firms without access was chosen based on random sampling out of the Bursa Malaysia listed firms. The findings of the research show that the firms with access' leverage is higher than those without access as they are able to borrow more than those firms without access whose source of debt finance is probably restricted to private debt such as banks. Other than that, the researcher also found that the M-LQ firms have significantly higher leverage than the HQ firms. In this research, it was also learned that the firms with access to bond market differ in terms of firm characteristics as compared to the firms without access to bond market. In addition to that, the data analysis done in this research is much simpler if compared to any other existing bond market access and leverage literatures. Therefore, research in future can focus more on making a deeper analysis so better findings can be drawn.
Introduction
The purpose of this research is to critically examine the impacts of bond market accessibility on leverage for the Malaysian firms. This research also intends to see the leverage difference in high quality (HQ) and moderate-low quality (M-LQ). This research is inspired by Mittoo and Zhang (2010) who have done similar study on the impact of bond market access (measured by having a credit rating) on leverage for Canadian high quality (HQ) and low quality firms (LQ).Followed by, Judge and Korzhenitskaya (2012) attempted a study on credit market conditions and the impact of access to the public debt market (bond market) on leverage.Ever since that, bond market access and leverage have caught many researchers' attention and became a popular topic of research especially after phases of financial crisis when companies have turned from private debt borrowing to issuing bond (Judge and Korzhenitskaya, 2012) . Furthermore, the similar research in the past was mostly focusing on testing much larger and deeper bond markets like the United States, United Kingdom, and Canada; the firm samples involved were huge (thousands of samples). It was very unfortunate to find out that no similar research was done to examine the emerging market such as in Malaysia. It may be due to the fact that the bond market in Malaysia is much shallower.
The bond market access has become an important issue to discuss when the banks were hit by the financial crisis and were left with no choice but to cut back their lending commitment to corporate sector. This event has justified the argument of that the supply of capital does have an impact on capital structure (leverage ratio). In Malaysia precisely, the firms are required to have ratings to be able to issue bonds. As easy as that may sound for firms to access bond market in Malaysia, there was only 6% of corporate bond issuance that came from firms with rating score (rated by Malaysian Rating Corporation) below A, the rest: 59% were rated A and 35% were AA or AA .This indicates that low rated firms are still having difficulties to issue bonds. Due to the difficulty of moderate-low quality (M-LQ) in accessing the bond market as compared to their high quality (HQ) counterparts, it is expected that M-LQ firms with have higher leverage ratio than HQ firms (see Mittoo and Zhang, 2010) .
Research Objectives
 To study the bond market accessibility (firm with access and without bond market access) impact on firm's leverage  To study the impact of credit quality (high quality and moderate-low quality) on firm's leverage
Literature Review
There are many old capital structure literatures that have an implicit assumption that the availability of capital relies entirely on firm characteristic, assuming in market imperfection's absence, supply of capital is perfectly elastic (Modigliani and Miller 1958; Lemmon and Roberts, 2007) . Credit rating is defined as an assessment of the creditworthiness of a company's debt securities based on its borrowing and repayment history, as well as the availability of assets (Watson and Head, 2013) . A credit rating focuses on specific debt instrument and not the overall creditworthiness or financial standing of the corporate issuer and usually takes into considerations various enhancement tools like guarantees, sinking funds, letters of credit or any other mechanism devised to reduce the default risk of specific issues (Securities Commission Malaysia, 2009 ). Credit rating is an important element when one wants to study the bond market access. In many literatures of bond market access, researchers have measured firm bond public debt market accessibility by its possession of credit rating.
Numerous researches have been done to further contribute to the existing literatures of the impacts of bond market access and each study has its own element to test on such as leverage and investment. Most of the impacts of bond market access studies were done in proving that the leverage of a firm doesn't entirely depend on its demand-side of firm characteristics as suggested by the traditional capital structure literatures (Modigliani and Miller 1958; Lemmon and Roberts, 2007) . The assumption was the firms can access source of capital as much as they desire and that the leverage is totally depending on firm characteristics such as size, profitability, asset tangibility, and growth opportunities (Frank and Goyal, 2007) .
In order to prove that demand-side factor (firm characteristics) is not sufficient to implicitly explain firm's leverage; it was understandable that many researchers started off by criticizing the relevancy of capital structure theories (Leary, 2009) . Therefore, firm characteristics that capital structure theories predict to have impact on leverage are often used by the researches to prove that the impact of bond market access on leverage is very significant (Mittoo and Zhang, 2010) . Further, argued that market frictions, such as asymmetric information and agency costs, that make capital structure relevant could also be associated with firms' source of capital. If there was any capital structure theory that attempted to explain information asymmetry, that would be perking order theory (Myers and Majluf, 1984) which claimed that when there is presence of information asymmetry between a firm and the outside investors, firm will choose debt over equity due to lower informational premium in debt capital. Kisgen (2006) then argued that managers' concern for credit rating is due to the discrete costs (benefits) associated with different ratings levels. This was supported by Campello, Giambona, Graham and Harvey (2009) argument that credit ratings are the second highest concern for CFOs when determining their capital structure having his finding stated that 57.1% of CFOs saying that credit ratings were important in how they choose appropriate amount of debt for their firm.
The observed leverage difference between firms with and without bond market access could be partially driven by differences in firms or industry characteristics (Mittoo and Zhang, 2010) . documented those firms with access to public debt markets (those with a credit rating) are more highly levered and intended to explain why this statement is true.
These prior studies examined the impact bond market access has on leverage using multiple regressions. All of them arrived at the same conclusion which is firms with bond market access have higher leverage compared to firms without market access (Leary, 2009; Faulkender and Petersen2006; Mittoo and Zhang, 2010) . Moreover, access to bond market is measured by having a credit rating where ACCESS equals one when firm possesses credit rating Mittoo and Zhang (2010) . Meanwhile, the findings of Judge and Korzhenitskaya are quite wider and deeper as compared to the two research findings explained above. This is due to its other determinant which is credit market constraint. Therefore, their results on the impact of bond market access on leverage are much prone to the time when the credit condition crisis happened.
Following the research by , Mittoo and Zhang (2010) took the bond market access literature to the next level where he came up with a hypothesis as follow:His findings show that the bond market access has greater impact on leverage of low rated (LQ) firms where LQ companies have over 12 percentage points higher than the high rated (HQ) firms Independent variables of this research is consists of 10 explanatory variables. The variables represent the firm characteristics of rated and non-rated firms that the capital structure theories predict to have an impact on firm's leverage. In this study, the researcher follows the existing literature in choices of the independent variables Leary; 2009; Mittoo and Zhang, 2010; Judge and Korzhenitskaya, 2012) . These characteristics include total assets (size), asset tangibility ratio, market-to-book ratio, R&D expenditure ratio, risk (cash flow volatility), equity return, sales growth, and non-debt tax shield. Furthermore, another independent variable of this research is credit rating which is used as proxy to firms' access to bond market. This means that credit rating is a variable that measures the bond market accessibility of a firm. A firm has access to bond market access if it has credit rating and doesn't have access if it possesses no credit rating.
H1:
Firms that have access to bond market (measured by having credit rating will have greater leverage than the firms that don't have access to bond market, all else being equals. H2: Access to bond market access has greater impact on ML-Q firms which indicates that ML-Q has higher leverage than HQ firms, all else being equal.
Research Design And Methodology

Research Design
After gaining an overall understanding of the type of research designs, a combination of explanatory (causal), experimental and longitudinal research are seen most suitable and accurate research designs that meet the criteria and nature of this research. Since explanatory research design is a procedure that allows researchers to sustain control over the factors that are expected to impact the result of an experiment (Trochim, 2006) . While, longitudinal research is a measurement that takes on each variable over two or more distinct time period .
Research Method
The quantitative method is the most suitable one for the purpose of this research as it involves collecting and analyzing data in numerical form as described by Given (2008) . This method also will help this research to better research outcome as it allows the researcher to test the theory and hypotheses.
Data Collection
In this study, researcher used secondary data collection because all the variables data are numerical data and can be obtained from certain database. Moreover, the data needed for the purpose of this research is gathered is mostly (if not entirely) historical data such as company's leverage (measured by ratio of long term debt over sum of total debt plus the market value of equity) can be obtained in annual's report or Bloomberg terminal.
Research Population, Sample Size and Sampling Techniques
There are probability and nonprobability (judgment) sampling methods used in this research. Probability sampling methods are random sampling, systematic sampling and stratified sampling while non-probability samplings, data are selected from the population in some non-random manners.
Access through Bloomberg Terminal was possible with help of Bursa Knowledge Centre; total populations of 929 firms (categorized by sectors) were publicly listed by Bursa Malaysia as for 2015. However, a total of 84 Bursa Listed firms were selected and the firm sample is divided into five broad sectors which approximately 23.81% belongs to CP, 21.43% to IP, 20.24% to PROP and 34.52% to TRAD/SRVC using two main sampling methods.
Data Analysis
Econometric Views (Eviews) software was used in this research to analyze the collected data.This research will discuss on descriptive statistics, correlation and multiple regression analysis.The descriptive statistics is used in this research to provide basic features of the data used in a research.Correlation will be used as a measure to gauge the degree of relationship between two variables.Lastly, regression will be conduct to see the impact of the independent factors on the dependent factor Table 2 provides the details on the descriptive statistics, the leverage ratio observation on HQ and M-LQ can only be compared in industrial products and trading/services (only these two have both HQ and M-LQ firms), the difference in leverage is still greater for LQ firms for these sectors. For instance, M-LQ firms for trading/services have 5.347 while then mean value of HQ firms for trading/services is 2.488. The values are also greater for M-LQ firms in median and standard deviation. 
Results And Findings
Correlation Analysis
Total Firm Sample
As can be noted in the correlation table (Table 4) , most of the independent variables are not correlated with leverage except for total asset which acts as proxy logarithm to firm size. The correlation value (R) between leverage and total asset for the total sample is 0.200. Despite the correlation value of total asset being under 0.5, it is a positive correlated with leverage is significant at a probability of 0.000. Generally, this indicates that when firms increase their leverage (or when the leverage of a firm increases), the firm's total asset will also increase.
There are five firm characteristics that are significantly correlated with leverage. These are total assets (TOT.AST), asset tangibility (TANGIB), market-to-book (M&B), RISK (cash flow volatility), and RETN (equity return) which have the correlation values of 0.213, 0.2143, -0.2725, 0.2189, and -0.3431respectively. Thus, the relationship between total assets, asset tangibility and risk are positively correlated with significant level of 0.052 (<1%), 0.0503(5%), and 0.0454(<5%).These findings reflect prior bond access literatures that found strong correlations between leverage and firm size (measured by total asset), asset tangibility, and risk to be positively correlated with these three variables (Judge and Korzhenitskaya, 2012) .
The correlation between leverage and firms characteristics in high rated firms is significant for three variables. There are total assets and asset tangibility with positive correlation values of 0.4585 and 0.3142. With each variablehas the significant level of 0.0002 (p<1%) and 0.0145 (p<5%). This is supported by the past finding that stated leverage is always positively correlated with leverage (Howakimian, Opler, Titman, 2001) . Furthermore, in the case of moderate-low rated firms, three of the firm characteristics are significantly correlated with leverage; total assets, asset tangibility and M/B. Total assets and asset tangibility are positively correlated with leverage by 0.4461 and 0.4359 with significant level of 0.0289 (p<5%) and 0.0332 (p<5%) respectively. On the other hand, M/B is found to be negatively correlated with leverage with significant level of 0.0003 (p<1%).
Regression Analysis The Impact of Bond Market Access on Leverage
To test the impact of bond market access on leverage, after controlling the researcher uses the following regression: Table 5 shows the R-squared value of 0.70 and an adjusted R-squared value of 0.5870. Therefore, for this regression model (as shown in table 5), 59% of adjusted R-squared score suggests that the model can explain more than half of the variability of the data around its mean. The Durbin Watson statistics value of 1.8827 is close to 2 indicates that the residuals have a little bit of both positive and negative serial correlations.
Furthermore, table reports that the coefficient on ACCESS is positive which means the bond market access of a firm has a positive effect on leverage. The coefficient value is also significant at a significant level of 0.0003 (p<1%). This finding support the first hypotheses made therefore, hypothesis one is accepted.Both total assets and asset tangibility have significant effects on leverage and on the other hand, RETN has negative effect on leverage. Other variables, M/B, PROFIT, RISK, and NON DEBT TAX SHIELD do not have significant effects on leverage (p-value>10%).
The Impact on Credit Quality and Leverage
The next regression is used to test the impact of bond market access on leverage whether it is different between firms with high (HQ) and moderate-low quality (M-LQ) is as follow: Table 6 shows the R-squared and adjusted R-squared value of 0.5696 and 0.5237 respectively. Therefore, these second multiple regression model score of 52% in adjusted R-squared. The Durbin Watson statistics value of 0.6838 is closer to 0 than it is to 2 indicates that this regression model residuals possessstrong positive serial correlation.
Furthermore, table reports that the coefficient on ACCESS is negative. This is because ACCESS equal to 1 for high quality firms.This is to test the effect of high quality firms have on leverage. The negative effect of ACCESS indicates that HQ indeed has lower leverage by -2.6187. The negative coefficient value of ACCESS is also significant at a significant level of 0.0000 (p<1%).
The coefficient shows a positive effect of M-LQ on leverage by 2.3835 and significant at 0.000 (pvalue<1%). This provesthat moderate-low quality firms have 2.3835 percentage points higher leverage than high quality firms which is consistent with the findings of Mittoo and Zhang (2010) . Thus, second hypothesis of this research is also accepted.
Conclusion
The conclusion drawn for the study is aligning with the existing literature on capital structure in Malaysian firm's context is that bond market accessibility and credit quality do have significant impacts on firm's leverage. Further, the one thatare only focusing on demand-side factor is not completely reliable. In real practice, firms consider a lot of elements before making capital structure decision and bond market accessibility and credit quality are both significant elements to the dependent factor.
Recommendations
The firm sample in this research is quite small as it the number of firms chosen is 84 out of 929 public listed companies identified. This indicates 9% of chosen sample out of target population. However researcher has a justification to this, the information on credit rating of Malaysian firms were not entirely available on Bloomberg Terminal as the researcher believes that there are more firms to date that have access to bond market access. If future research on this topic is done, researcher's suggestion is that try getting information from related bodies like bond pricing agency Malaysia (BPAM) that surely has much more data on bond issuances among Malaysian firms In addition to that, the data analysis done in this research is much simpler if compared to any other existing bond market access and leverage literatures. Therefore, research in future can focus more on making a deeper analysis so better findings can be drawn. However, the findings in this research are solid and are consistent with the prior research. Therefore, the researcher defends her findings in this research and the findings did explain the bond market accessibility and leverage literatures on Malaysian firms.
